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Mexico's jobless rate has continued a steady climb during the first half of this year. In a report
released in late July, the government's statistics agency (Instituto Nacional de Geografia, Estadistica
e Informatica, INEGI) said 1.4 million Mexicans, or 3.17% of the country's economically active
population (EAP), were unemployed as of the end of June.
This is the highest open-unemployment rate since February 1999. The INEGI statistics indicate the
number of unemployed has continued to climb steadily over the past year and a half. A total of 1.3
million Mexicans were unemployed at the end of January 2002 (see SourceMex, 2002-03-13).
Analysts said the increase in the jobless rate is a direct result of the country's economic slowdown
during the first half of the year. "The jobs that are being created are of lower quality, carry no
benefits, and could disappear at any time," said Cesar Castro, analysis director at the Centro de
Analisis y Proyecciones Economicas de Mexico (CAPEM).
INEGI and several private reports agreed that employment was down in several key sectors such
as manufacturing and construction because of sluggish economic activity. There were no statistics
available yet for June, but the data for May was dramatic. During that month, manufacturing activity
was down 3.5% relative to the same month in 2002.
Construction activity was actually up slightly, but the number of personnel employed in this
industry in May was down about 5% from a year ago. The private organization Invex said the only
reason construction has shown a little growth is because of a limited government program to invest
in public-works projects.
Some large corporations like Volkswagen, Mexicana, and Aeromexico have asked workers to take
a pay cut to prevent layoffs. Volkswagen announced huge layoffs at its Puebla plant in early July
because of a decline in auto sales, but it is considering a proposal from union workers to cancel
the layoffs in exchange for a pay reduction (see SourceMex, 2003- 07-09). Some analysts predict
unemployment will continue to increase through the rest of President Vicente Fox's term in office
even with a modest economic recovery.
Julio Millan, director of Consultores Internacionales, warned that the number of jobless Mexicans
could well surpass 3 million by 2006 if more drastic measures are not implemented. Millan urged
the executive and legislative branches to implement the fiscal and labor reforms needed to stimulate
the economy. "The impact of those reforms will not be apparent during the rest of Fox's term," said
Millan. "This does not eliminate the responsibility for the administration to implement the reforms
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and the legislature to approve them, even though they won't be reflected in the growth statistics and
in the pocketbooks of consumers."

Calculation methods criticized
Many economists and labor unions have long criticized the government's formula for calculating the
jobless rate because anyone working even one hour is considered "employed" and because data is
compiled primarily from urban areas (see SourceMex, 1994-07-27 and 1995-09-27). Experts say the
statistics are also misleading in other ways. For example, the data does not consider such factors as
the 300,000 to 400,000 Mexicans who work in the US nor the 3 million workers in Mexico who are
employed without compensation, said economists Rebeca Chavez and Gerardo Gonzalez of the
Instituto de Investigaciones Economicas (IIE) in an interview with the Mexico City daily business
newspaper El Financiero, The IIE is affiliated with Universidad Nacional Autonoma de Mexico
(UNAM).
Chavez and Gonzalez said Mexico's archaic method of calculating unemployment prevents the
government from developing the types of effective job-development policies that the country
needs. Additionally, they said, Mexico's jobless statistics cannot be accurately compared with other
countries, and therefore are misleading.
"Mexico's unemployment rate of 2.7% or 3% compares with 6% in the US, but this does not mean
that our labor market is in better shape," they said. An employment index used by the Organization
for Economic Cooperation and Development (OECD) suggests Mexico's jobless rate would be at
least two percentage points higher if all the relevant criteria were used, said El Financiero.
"President Vicente Fox claims to have created 962,000 jobs during his administration, but only
300,000 of these positions are formal jobs with fixed salaries, social security, and taxes," said the
newspaper. Some estimates indicate that 9.5 million Mexicans make a living from the informal
economy, and many have been unable to find a formal job because of the recent downturn.
Many business leaders have blamed the Fox administration for the sluggish growth in recent
months (2003-06-11 and 2003-07-02). "Many workers in the informal economy are growing further
away from the possibility of obtaining a formal job," said Leon Halkin Bider, president of the
Confederacion de Camaras Industriales (CONCAMIN), who blamed a lack of job creation on
excessive regulation and bureaucracy at all levels of government.
Even those workers who remain employed have experienced a decline in purchasing power because
of depressed wages. Wages are down because the increase in the EAP has outstripped the number
of jobs created. The flight of maquiladora plants to other countries and the government's relentless
efforts to keep inflation down have also contributed to low wages.
The Secretaria del Trabajo y Prevision Social (STPS) estimates the average wage for Mexican
workers is now the equivalent of about US$360 per month. This is about 16% less than during
1993, the year before the government was forced to devalue the peso. The ensuing crisis sent
unemployment soaring to 7.3% in July 1995 (see SourceMex, 1995-05-27).
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Fox announces emergency jobs program
The spike in unemployment to 3.17% of the EAP has not escaped the notice of the Fox
administration, which announced an emergency jobs programs in late July. In a press conference,
Fox said the program involves a combination of efforts to protect existing jobs, promote creation of
new jobs, and encourage more Mexicans to make a living through self-employment.
The president said he instructed several Cabinet secretaries to expedite planned expenditures on all
programs dealing with self-employment, training, and job creation. "I am authorizing the allocation
of another 100 million pesos (US$9.55 million) for training programs and supports to all who have
lost a job to allow them to sustain themselves until they return to work or become self-employed."
Fox said the program will place special attention on a handful of metropolitan areas where
unemployment has been especially high. These include Mexico City, Chihuahua, Zacatecas, Tuxpan
(Veracruz state), Tampico (Tamaulipas state), and Salamanca (Guanajuato state). The president said
his government will also review other options to promote employment, including tax breaks, loans,
and some direct financing.
The president's emergency program was met with a mixture of mild support and strong criticism,
especially from labor unions and business organizations. One of the chief criticisms was that the
president was putting too much emphasis on self-employment and not enough on broad measures
to promote creation of new jobs. "This measure does not resolve the root problem, which is that
our country is not creating new jobs," said Francisco Hernandez, leader of the Union Nacional de
Trabajadores (UNT).
The UNT leader also criticized the president for the meager amount of money allocated for the
program. "They spent 5 billion pesos (US$477 million) on publicity for the elections, and they are
only providing 100 million pesos (US$9.55 million) for assistance to those who are unemployed,"
said Hernandez. The Congreso del Trabajo (CT) questioned the president's proposal to promote
more self-employment. "The jobs created in the informal sector are not real jobs, but an emergency
means for millions of Mexicans to survive," said a group of CT representatives led by long-time
union leader Leonardo Rodriguez Alcaine.
A group of business organizations also criticized the president's efforts as insufficient and late. "This
is a stop-gap measure," said the organizations, which included CONCAMIN, the Confederacion
Patronal de la Republica Mexicana (COPARMEX), and the Camara Nacional de Comercio
(CANACO). CANACO president Juan Manuel Arriaga said the president's efforts to promote more
activity in the informal economy would be counterproductive because it would reduce sales in
organized commerce. "The government should be promoting job creation in the formal economy,"
said Arriaga.
Yeidckol Polenvsky, president of the Camara Nacional de la Industria de Transformacion
(CANACINTRA), said Fox should take emergency measures to boost the domestic economy by
halting imports of Chinese products, especially contraband, which are displacing Mexican products
on the domestic market. "If the labor force and the purchasing power continue to deteriorate, then
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no one is going to be able to make purchases even if there are products to sell," said Polenvsky.
[Note: Peso-dollar conversions in this article are based on the Interbank rate in effect on July
30, reported at 10.47 pesos per US$1.00] (Sources: The Washington Post, 07/15/03; CNI en Linea,
07/23/03; Unomasuno, 07/23/03, 07/25/03; Notimex, Reforma, 07/23/03, 07/24/03, 07/28/03; El
Universal, 07/15/03, 07/23-25/03, 07/29/03, 07/30/03; El Financiero, 07/16/03, 07/22-25/03, 07/29/03,
07/30/03; El Sol de Mexico, 07/23/03, 07/25/03, 07/30/03; Milenio Diario, 07/23-25/03, 07/29/03,
07/30/03; La Cronica de Hoy, 07/24/03, 07/25/03, 07/28/03, 07/30/03; La Jornada, 07/24/03, 07/25/03,
07/30/03)
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